AUSPI/37/2007/ 254                                                                       8th March, 2007

Shri P. Chidambaram,

Hon’ble Minister of Finance,

Government of India,

North Block,

New Delhi – 110 001.

Sub: Reduction of Revenue Share Licence Fee – regarding

Hon’ble Sir,

Association of Unified Telecom Service Providers of India (AUSPI), the representative Industry body of Unified Access Service Providers, is glad and thanks you very much on your announcement during the budget speech in the Parliament on February 28, 2007 for setting up of a committee under the Department of Telecommunications to work on the introduction of a single levy for telecom. The above announcement of your kindness has thrown a ray of hope in fulfillment of one of our long pending demands and articulated by you. 

Quote

“The telecommunications industry has repeatedly requested that the multifarious taxes, charges and fees applicable to the industry should be unified and a single levy on revenue should be collected. The request merits consideration. Hence, I propose to request the Department of Telecommunications to constitute a committee to study the present structure of levies and make suitable recommendations to Government.”

Unquote

2) Sir, we have a top priority issue unrelated to the simplification of Tax Structure, as announced by you in the Budget of 2007-08. This legitimate long pending issue is for reduction of revenue share licence fee from the present level  (6-10% depending on the telecom service area) to 6% of Adjusted Gross Revenue (AGR), for which we have been representing since last four years. We had also submitted our request for the above matter in our budget proposals for 2007-08 to Ministry of Finance. We understand that DoT has also recommended the afore said reduction of revenue share licence fee to 6% of AGR in line with reduction of the same to long distance service providers who have been granted reduction of revenue share licence fee from 15% to 6% of AGR with effect from 1.1.2006.

3) Sir, the issue of reduction of revenue share licence fee to our member Unified Access Service Providers and a single levy on revenue are two different issues and the former should not be mingled with the later. Since the Finance Bill is yet to be passed, we earnestly request your honour to kindly intervene and pass necessary orders to reduce revenue share licence fee payable to the Govt. by Unified Access Service Providers to 6% of AGR w.e.f 1st April, 2007 in view of the following reasons.

4) Our member service providers are now rolling out their networks in rural and remote areas to serve 70% of the population living there. The overall teledensity of the country is about 17% (rural teledensity being around 2%), which is far below the figures of other developing countries. Now it is recognized that cell phones and growth in GDP are positively correlated. For every 1% increase in teledensity, the GDP growth rate goes up 0.6 percent. Researchers found a large productivity benefit to investment in telecom – larger than investments in roads, electricity or even education.  Our national target is 250 million telephones by 2007 (present connections 196 million) and 500 million by 2010.

5) Sir, most of the above-targeted phones are to come from rural areas where affordability is much lower than the urban areas necessitating further reduction of tariffs. But the prevailing tariffs in our country are the lowest in the world and at the rock bottom level. To make the services affordable to rural masses, it is not at all possible on the part of the service providers to reduce the tariffs further without any support from the government in the form of reduced licence fee etc. The license fee and some other levies are one of the highest compared even to some Asian countries as depicted in Table 1. (Annexed)

6) It is emphasized that reduction in revenue share licence fee would not affect the 

Govt. revenue as with increase of subscriber base, Government revenue also increases substantially. The Govt. ultimately gains with reduced levy due to growth in subscribers as shown in the annexed tables 2 & 3 for mobile revenue and overall telecom service revenue respectively.

More over, expansion of telecom services in rural areas will generate employment opportunities to rural youths and would supplement the Swaranjayanti Gram Swarozgar Yojana scheme launched by the Government.

Sir, we shall be grateful if the above important issue of reduction of revenue share licence fee payable by Unified Access Service Licensees is addressed in this budget 2007-08. This will go a long way in the growth of the country as a whole and the telecom sector, in particular, to facilitate further growth of subscribers bridging the gap of rural-urban digital divide.

Thanking you.

Yours faithfully,
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S C KHANNA

SECRETARY GENERAL
Copy to: Thiru Dayanidhi Maran, Hon,ble Minister of Communications & IT.   

ANNEX-1

	
	Table - I
	
	

	
	
	
	
	

	
	Pakistan

	Sri Lanka

	China

	India


	Sector Charges
	% age of Revenue
	% age 
	% age of revenue
	% age of revenue

	Service 

Tax, GST
	GST
	VAT
	3%
	10% + GST

	License Fee
	0.5% +0.5% R&D
	0.3% Turnover (T.O.)+1% of Capital Invested (inv)
	NIL
	5-10%

	Spectrum Charges
	Cost Recovery
	~1.1% of T.O.
	~0.5%** (China Mobile)
	2-6%*

	USO
	1.5%
	Nil (Only on             ISD Calls)
	Nil
	Included in license Fees

	Total Sector Charges
	2.5% + GST+ Cost recovery
	= 1.3% T.O. + 1% inv +VAT
	~ 0.5% + 3% (Tax)
	17% ~ 26% +GST


* Backbone Spectrum Charges extra

**Estimated from Spectrum fees & revenue of China Mobile

Source: TRAI

ANNEX-2

TABLE -2

	Statement of Revenues to be received by Central Government – mobiles

	All circle and Metro License
	(Rupees in crores)

	S

No
	Year
	1
	2
	3
	4
	5
	6

	
	
	License fee old regime auctioned high entry fee paid
	License fee new regime (post NTP 99)

15%
	License Fee as per 2001

Regime 

8-12%
	License Fee as per 2003 Regime 

6-8%
	Service Tax (Estimated)*% share define
	License Fee+

Service Tax

	1
	1999-00
	1603
	275
	209
	
	110
	319

	2
	2000-01
	2270
	619
	468
	
	248
	716

	3
	2001-02
	2734
	793
	602
	
	317
	919

	4
	2002-03
	2455
	872
	657
	
	349
	1006

	5
	2003-04
	2470
	1727
	1296
	
	1105
	2402

	6
	2004-05
	2511
	2698
	
	1666
	2158
	3824

	7
	2005-06
	2591
	4586
	
	2831
	3669
	6500

	8
	2006-07
	2680
	7796
	
	4813
	6237
	11050

	
	
	19314
	19366
	3234
	9309
	14193
	26736

	
	
	
	
	12543
	
	


*  Rate of service tax taken as 5% upto 13.5.2003, 8% up to 31st March 2004 and thereafter 10%

* Estimated service tax (based on estimated Gross Revenue)

TABLE – 3

	Statement of estimate of government levies from license fee, spectrum fee and service tax on all telecom services

	Rupees in crores

	1
	2
	3
	4
	5
	6
	7

	Year
	Gross revenue
	Adjusted Gross Revenue
	Licnese Fee
	Service Tax

 5-10%
	Spectrum Charge

2-4%
	Total Govt. Levies

	2002-03
	48000
	40800
	4080
	2040
	206
	6326

	2003-04
	61000
	51850
	4770
	4148
	434
	9353

	2004-05
	80000
	68000
	6256
	6800
	856
	13912

	2005-06
	100000
	85000
	7820
	8500
	1530
	17850

	2006-07
	139000
	118150
	10869.8
	11815
	2458
	25142

	2007-08
	169000
	143650
	13215.8
	14365
	3275
	30856


Source : TRAI’s recommendations on Growth of Telecom Services in rural India
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